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(3) The right, described in item (1) of subsection (a), to receive
an amount shall be treated, in the hands of the estate of the decedent
or any person who acquired such right by reason of the death of the
decedent, or by bequest, devise, or inheritance from the decedent, as
if it had been acquired by the estate or such person in the transaction
in which the right to receive the income was originally derived and
the amount includible in gross income under items (1) or (2) of
subsection (a) shall be considered in the hands of the estate or such
person to have the character which it would have had in the hands
of the decedent if the decedent had lived and received such amount.
(4) In the case of an installment obligation received by a decedent
on the sale or other disposition of property, the income from which
was properly reportable by the decedent on the installment basis under
Section 65-286, if such obligation is acquired by the decedent's estate
from the decedent or by any person by reason of the death of the
decedent or by bequest, devise, or inheritance from the decedent:
(A) an amount equal to the excess of the face amount of such
obligation over the basis of the obligation in the hands of the decedent
(determined under Section 65-286 (3) and (4)) shall, for the pur-
pose of item (1) of subsection (a) be considered as an item of gross
income in respect of the decedent; and
(B) such obligation shall, for purposes of items (2) and (3) of
subsection (a), be considered a right to receive an item of gross in-
come in respect of the decedent, but the amount includible in gross
income under paragraph (2) shall be reduced by an amount equal to
the basis of the obligation in the hands of the decedent (determined
under Section 65-286 (3)).
(b) The amount of any deduction specified in Sections 65-258
and 65-259, (relating to deductions for expenses, interest, taxes, and
depletion) in respect of a decedent which is -not properly allowable
to the decedent in respect of the taxable period in which falls the
date of his death, or a prior period, shall be allowed:
(1) In the case of a deduction specified in Sections 65-258 and
65-259, in the taxable year when paid:
(A) to the estate of the decedent; except that
(B) if the estate of the decedent is not liable to discharge the
obligation to which the deduction or credit relates, to the person
who, by reason of the death of the decedent or by bequest, devise,
or inheritance acquires, subject to such obligation, from the decedent
an interest in property of the decedent.


